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SUBJECT: WEEKLY ECONOMIC SITUATION REPORT. JULY 31 - AUG 6, 1974 

1. FOLLOWING OVER TWO WEEKS (SINCE JULY 18) WITHOUT FOREIGN 
EXCHANGE TRANSACTIONS, COMMERCIAL BANKS BEGAN SALES OF LIMITED 
AMOUNTS OF DOLLARS ON AUGUST 5, THUS MARKING BEGINNING OF PGNU'S 
PROGRAM OF STRICTER CONTROL AND ALLOCATION OF FOREIGN EXCHANGE. 
THE CURB MARKET HAS CONTINUED TO BE VERY INACTIVE WITH MONEY 
CHANGERS AND OTHER UNAUTHORIZED DEALERS SELLING VIRTUALLY NO 
DOLLARS AND VERY LITTLE BAHT. 

2. EXCHANGE RATES FOR DOLLARS AND BAHT IN CURB MARKET DURING PAST 
WEEK HAVE AS EXPECTED SHOWN STEADY INCREASES. MONEY CHANGERS 
JULY 31 WERE PAYING APPROXIMATELY 980 - 1,020 KIP PER DOLLAR, 

WHILE BY AUGUST 6 THEY WERE PAYING 1,120 - 1,140 KIP PER DOLLAR. 

DOLLARS WERE NOT BEING SOLD IN SIGNIFICANT AMOUNTS. BAHT/KIP 
EXCHANGE RATES INCREASED DURING THIS PERIOD IN SIMILAR FASHION. WITH 
LIMITED AMOUNTS OF BAHT OFFERED FOR SALE. 

3. OF SELECTED IMPORT ITEMS WE REGULARLY SURVEY, AS OF JULY 3 1 
ONLY A LIMITED NUMBER WERE IN SHORT SUPPLY OR SHOWED PRICE IN- 
CREASES SINCE END JUNE. THE EXPLANATION SEEMS TO BE THAT A) 

ALREADY HIGH PRICES HAVE DECREASED DEMAND B) AUTHORITIES ARE 
APPLYING PRESSURE TO CONTAIN PRICE INCREASES C) SHOPKEEPERS 
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UAL PROFIT MARGINS, AND D) HIGHER PRICES WILL COME WITH NEW IN- 
VENTORIES. PRICE INCREASES AND SHORTAGES THAT DO EXIST ARE 
GENERALLY WITH ITEMS IN HIGH DEMAND. 

4. THE NATIONAL RICE OFFICE (NRO), WHICH BEGAN LIMITED SATES 

OF RICE LAST WEEK, HAS NOW ANNOUNCED A GREATLY EXPANDED PRO- 
GRAM WHEREBY ADO (AGRICULTURAL DEVELOPMENT ORGANIZATION) WILL 
ATTEMPT TO SELL RICE AT PRICES SOMEWHAT BELOW EXISTING MARKET 
PRICES TO A SIGNIFICANT PORTION OF THE REGULAR VIENTIANE COM 
MERCIAL MARKET. DETAILS NOT YET AVAILABLE. THIS ACTION DIREC- 
TED BY PGNU, FOLLOWS RECENT PERSONNEL SHIFTS, INCLUDING TRANS- 
FER OF DIR OF AGRICULTURE TO NEW POST OD DIR NATIONAL RICE 
OFFICE. 

5. COST-OF-LIVING HAS STABILIZED DURING LAST TWO WEEKS. FOL- 
LOWING INITIAL SHARP INCREASES OF APPROXIMATELY 14 PERCENT 
DURING WEEK FOLLOWING CLOSURE OF BANKS STARTING JULY 19, COST 
OF LIVING HAS DECLINED SLIGHTLY AND STABILIZED (TEMPORARILY) 

AT A LEVEL 1 1 .7 PERCENT ABOVE JULY 17 LEVEL (LAST PRICE SURVEY 
TAKEN PRIOR TO BANK CLOSURE). USAID COST-OF-LIVING INDEX AUG- 
UST 5 REFLECTED PRICE INCREASES AS FOLLOWS: 

PERCENT INCREASE SINCE 
JULY 29 JULY 17 END- 1973 
GENERAL INDEX (-0.2) 12.1 49.9 

RICE INDEX 0.0 32.6 83.2 

NON-RICE INDEX (-0.3) 6.8 41.5 
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